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At a recent conference in Caracas, Venezuela, finance experts associated with the Interamerican
Capital Markets Institute (IIMC) asserted that in the last three years, debt swap or conversion
schemes have not contributed to resolving the debt crisis in any substantial way. In a statement
issued Aug. 11, the experts allowed that several permutations of such schemes have only begun
to be tested in some countries. Nonetheless, the results have been largely disappointing. Debt
conversions entail the sale of debt paper or loan contracts at a price in dollars inferior to face value.
The debtor country effectively treats the debt paper as if it was 100% of its face value by delivering
the total amount in national currency to the buyer who then employs the monies in investments
within said country. For the experts brought together by the IIMC, however, the impact to date
of these arrangements on the region's $400 billion foreign debt has been miniscule. Moreover,
the IIMC does not expect this scenario to change in the foreseeable future. The experts meeting
in Caracas also criticized debt conversion programs because in practice they amount to advance
payments on the debt. "Whether in the form of stocks or national currency, they oblige debtor
nations to realize advance payments." (Basic data from IPS, UPI and EFE, 08/11/87)

-- End --

©2011 The University of New Mexico,
Latin American & Iberian Institute.
All rights reserved.

Page 1 of 1

